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Trade Integration in the Americas
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Trade Integration in the Americas

Since the 19%9Fs,Latthed Amemticmesand the Caribbean |
trade policy as demonstrated by the passage of t
( NAFTA) , Chht e UFB8ee Trade AgreeMeminiead Rbhbpubénct
Free Tradde ALDRIJMAe The Bush Administration has ma
trade agreements key elements of U.S. trade poli
Hemi sphere is now focused on completing trade nc¢
trade agreement (FTA) a-RanamarETAnand ng HErdddsTrfa
the Americas (FTAA)I nEBhea elgh AA ails tarna doen i ni tiati ve
in 1994 and formally starteedt iinng 1wa98 .h eTlhde ilna sMi at
November 2003, but the talks are currently stall
Mar del Pl at a, Ar-Een20esi, BnaXNobvgmAegedtina, Uru
Venezuela blockedgatni aetfifonrs itwm 2@G6,arwhinch now a
mini mum, on the resolution of agricultural 1issuc
resume

The efforts of the United States in regional trae
Congbessause U.S. participation in any free trade
legislative approval of the Congress. Trade 1is a
session'®énghesdP9issues will Ftekelyadechgdeemer
with Peru (negotiations were concluded in Decemt
Colombia and Ecuador, elections in Latin America
as general oversightLaotni nU.ASne rtircaad e Trheilsa trieopnosr twiwt
events warrant

What Are Regional Trade Agree

Regional trade agreements (RTAs) caruenttrriacke g

ararma n

each other preferential tr edatanse nbti liant etrraald,e . muR TtAis

1In addition to the trade arrangements described in this section in which member countrieseeienchl

preferential treatment, there are trade arrangements under which one party agrees to extend nonreciprocal preferential
treatment to the imports of a country or group of countries unilaterally. Such arrangements primarily involve developed
countries exteridg nonreciprocal preferential treatment to the imports from developing countries.

2 For the impact of Free Trade Agreements, see CRS Report RLFI@86Trade Agreements: Impact on U.S. Trade
Policy, by William H. Cooper.
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swbe gional. With no formal definitions, these te
various groupings. A bilateral trade agreement i
reduce tariffsbatmwe gqmott hesmsoaml vadase.msWhile this def
an agreement between just two countries, 1t 18 s
invol ving more than two countries.

There are a number of typesrefmemtasngemsntomsi maol
common markets, dHhrde e ctomadnd ca gimedemesnts (FTAs) ar
form of regional economic integration in which
nontariff barriers to?Attr dahe asmoneg t manmb e r© a @ d u mte mil
independent trade policy, including its tariffs,
which member countries agree to eliminate tariff
the freebutr asedeechmrccec@aunt ry maintains 1its own trade
outside the region. FTAs account for 84% of all
are pending. The likely reason thkey @are more FI



Trade Integration in the Americas

concluded more quickly and require less policy c
member countries maint-aviins -thehoahi er ocvdh & tr-Hid&s pol i ¢y
Chile free trade agreement 1is an example of a bi

Cussomnions are agreements 1in which members ¢ onc
maintain a c¢common tnreamdbee rpso. 1 iTchye steo wagrrdese nmmeonnt s r e q
establishment of a common extermnal tariff and ha
agreements 1imply a great etic olnonsesr coifa la uptoolniocmye so vaenrd
longer and more complex negotiations and 1 mpl e me
play an important role in deftiimmemsg ptohe tabcjaec t ii me
among t he meddbheer Scoouutnhterrine sCommon Mar ket ( Mercosu
example of a customs union.

Common markets are those in which member countri
el iminating abnadr rciaeprist atlo fllaobwosr across mnational bo
European Union is the most prominent example of

In economic unions, member countries merge their
by establishing andommemedwreencyni fied monetar)
common economic institutions. The 12 members of

euro as a common currency 1s the most significar
from oamscuusnti on to an economic union.

Growth of Regional Trade Agre

Bet ween January 2004 and February 2005, the Worl
notification“matkisalx neawsRTErse, most prol™&Afic RTA pe
WTO discussion paper reported in May 2005 that t
with 20 additional RTAs due to enter force pendi
negotiation or consideratimomnm.l |l RWApralcdt irceugktiaoenksy ha w
the Western HehaspPhece and Asia

Motivations for Forming Regional Tr ad:c¢

While economic motivations may be a major drivir
reasons . Poliftace¢c@olr samd svnepidniytg role in for ming
into trade agreemen’s sot dsr ebgaprogeavien itnhge ipro sciotuinotnr yi n
negotiations, attract foreign direct investment
scale, and expand export markets. Countries also
liberalization under the World Trade Organizatio
such as the FTAA.

3 World Trade OrganizatiorhheChanging Landscape of Regional Trade AgreeméytdpAnn Crawford and
Roberto V. Fiorentino, Discussion Paper No. 8, 2005.

4 bid.

5 Pruzin, Daniel;‘Challenges Posed to Developing nations by Upswing in Regional Trade Agreé&rmgataational
TradeReporterMay 26, 2005.

6 Crawford, JeAnn and Roberto V. Fiorentino (Crawford and Fiorentifdje Changing Landscape of Regional
Trade AgreementsWorld Trade Organization (WTQ) Discussion Paper NdM8y 2005, p. 1.
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Trade Integration in the Americas

Expanding mar ket acceostsi vatipoambfadd yetnther iprg miamtyo
RTAs give the signatories mna#teng wpheferemcésndin
nations from the same privileges. These preferer
trade bartrriaedrisn ga npoanrgt ner s, providing partners wi
goods and services. Trade Iliberalization allows
are able to expand their export marskebte c aSunsael | er
producers 1in these countries can lower their uni
markets in addition to t'When mwnesmallsrodomeghtot
service can be producedhawea al degercrs chlam,cec d mp a
production.

Attracting foreig direct investment (FDI) 1is ar
developing countries. The lowering of foreign 1ir
improverioaovanfitdence in a country, which helps at
countries to gain access to markets, but they al
motivating f'ascitoreresnt Meni £or mi ntg WAF TAl wasato a
motivating factor for Central AmericanDR.ountries
The slow progress in multilateral negotiations _
regional trade bl ocs . tSroamdee caorurndhmugiekndei niitsy bakse € k s ma
multilateral agreements. For exammpR eand hies Uni t e c
moving forward on negotiations with Panama and t
strategy Mhot hfr denmetrrades . i

Some countries form RTAs for political reasons.
way to promote peace or 1Iincrease regional securi
governance by locking inrpowghtticadi ngdpeariomomsi i
countries may use RTAs to forge new geopolitical
could ensure or reward political support. For e x
and Jordan fisrmiwgyUoS$. reapport of these countri
with them. Some analysts believe that the choice
political and security concerfns and not so much
The Americas TmadReAgomamhment s

The formation of RTAs throughout the world has i
in the Americas for midsg tao tnaslti aEllha fisthyhree 190 talge e
force around the wohrel dWeisntveorlnv eH ecnoi usnpthreirees. iEnur o p e
concentration of RTAs 1in the world, with the Eur

Associatmannasonhighlet WIO hudbpaorts that 1in the We
RTA dynamics earteh ammo rteh edyi vdtyresv @ ma IEumajper wpltayer s

multilayered RTA proce

299

sses and™not mnecessarily

7 For more information on the casand benefits of regional trade agreements, see Cohen, Stephen D., Robert A.
Blecker, and Peter D. Whitneljundamentals of U.S. Foreign Polidgestview Press, 2003, pp.-49.

8 Crawford and Fiorentino, p. 16.
9 Crawford and Fiorentino, p. 10.
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Trade Integration in the Americas

Table 1. MajorTrade Arrangements in the Americas

Agreement Description/Status

North American Free  Member countries: Canada, Mexico, United States. The free trade agreement was

Trade Agreement signed in December 1992 and entered into force on January 1, 1994.
(NAFTA)
Central America Signtory countries: Costa Rica, Dominican Republic, El Salvador, Guatemala, Hon

Dominican Republic Nicaragua, United States. The free trade agreement was signed on August 5, 2004
Free Trade Agreement September 2005, the agreement had been ratified by six countries. Costa Rica has

(CAFTADR) ratified. The agreement is expected to enter into force in January 2006.
Southern Common Member countries: Argentina, Brazil, Paraguay, Uruguay. Associate Member Coun
Market (Mercosur) Venezuela, Colombia, Ecuador, Bolivia, Chile, and Peru. The waatgigned in 1991.

The goal of the treaty is to form a common market. The program has progressively
removed trade barriers and established a common external tariff structure with
selected national exceptions.

Andean Community Member countries: Blivia, Colombia, Ecuador, Peru, Venezuela. The 1969 foundinc

(CAN) agreement was a step forward in creating a customs union with a longer term goal
creating a common market. Over the years, member countries have taken adopted
number of measures towards tradntegration and have committed to the creation of
common market by the end of 2005.

Caribbean Community Member countries: Antigu& Barbuda, Bahamas, Barbados, Belize, Dominica, Gren

and Common Market  Guyana, Haiti, Jamaica, Montserrat, Trinidad & Tobago, St. Kitts & Nevis, St. Lucia

(CARICOM) Vincent & the Grenadines, and Surinam. The original treaty was signed in 1973. In
member countries agreetb create a CARICOM Single Market and Economy (CSME
Efforts are being made to establish the CSME by end of 2005.

Central American Member countries: Costa Rica, El Salvador, Guatemala, Honduras, and Nicaragua
Common Market Panama has observersis.
(CACM) Original treaty signed in 1960 and 1963 but although most-irgggonal trade is duty

free, integration process continues. The goal was to establish a common market bt
integration was delayed to political and economic challenges in the region.

Lain American Member countries: Argentina, Bolivia, Brazil, Chile, Colombia, Cuba, Ecuador, Mex
Integration Association Paraguay, Peru, Uruguay, and Venezuela The ALADI framework is a preferential tr
(ALADI) arrangement consisting of about 40 pariabpe agreements involving two or more

countries. Most were signed in the 1990s.

Sources: Compiled by CRS using information from IB8yond Bordeend WTO, Discussion Paper No. &, K H
&KDQJLQJ /DQGVFDSH RI 5HJLRQDO 7UDGH $JUHHPHQWYV u

Table 2. Economic Indicators
for Selected Regional Trade Blocs (2003)

Exports Imports

Country Pe.o.ple C'\IE(IJDnlglmjII Amount :I/\j Amount 9 World

(Millon) qeiiony @siy  ord (sBil)  Total
United States 293 10,971 725 9.46% 1,303 17.4%
Canada 32 870 286 3.73% 244 3.3%
Mexico 105 639 165 2.15% 171 2.3%
Total NAFTA 430 12,480 1,176 15.4% 1,718 23.0%
Central America & 0.4%
Dominican Republic 44 85 21 0.3% 32

Congressional Research Service 4



Trade Integration in the Americas

Exports Imports

Country People o Amount Amount % World

(Millon)  geiiony @siy  Jord ($Bil)  Total
United States 293 10,971 725 9.5% 1,303 17.4%
Total 337 11,056 746 9.7% 1,335 17.9%
CAFTA -DR
Argentina 39 153 30 0.4% 13 0.2%
Brazil 179 605 73 1.0% 51 0.7%
Paraguay 6 7 1 0.0% 2 0.0%
Uruguay 3 13 2 0.0% 2 0.0%
Total Mercosur 227 778 107 1.4% 68 0.9%
Bolivia 9 9 2 0.0% 2 0.0%
Colombia 45 97 14 0.2% 13 0.2%
Ecuador 13 30 6 0.1% 6 0.1%
Peru 28 69 9 0.1% 8 0.1%
Venezuela 26 109 27 0.4% 11 0.1%
Total Andean 121 314 58 0.8% 40 0.5%
Community
CARICOM * 15 54 12 0.2% 16 0.2%
WORLD TOTAL 5,920 55,821 7,661 3 7,477 3

Source: Compiled by CRS using data frdnternational Financial Statidtits;national Monetary Fund (IMF),
August 2005; théeconomist Intelligence Wmitl theCIA World Factbook

a. Lessthan 0.1%.

b. Data for CARICOM region are estimates from 2003, 2004, and July 2005.
Trade 1ibelreaeln za tcieomt rhaals component of structural
and the CaribdHd&B8Hhsswheam tthanmirdes were 1 mplement
liberalize trade. After NAFTA, countries began t
formation of regional trade agreements. Some of
are destcDEMHHown By adopting a more regional app
to go beyond that which wasl aandimuwmlbtliel aotre rdacls ilr e
of the regional integration to date has involvec
areas such as trade in services ors intellectual
liberalizationompsebersni thet mpetgh 1ts implement
NAFTA has the largest market size of all regiona
market of 430 million people with a nominal GDP
Central tAmeldncagest markets are formed by Mercost
and a nominal GDP of $778 billion; and the Andea
and a nominal GDP of $314 billion
10 BeyondBorders: The New Regionalism in Latin America (Beyond Bordietg-American Development Bank,
Economic and Social Progress in Latin America 2002 Report, p. 4.
Congressional Research Service 5



Trade Integration in the Americas

World Trade Organization and RTAs

A basitepoifnehp General Agreement on Tariffs and
the WTO ifsa vtohree dnosatt i on ( MFN) principle. In gene

trade concessions granted to one IWTOt lmermber are
signatories. RTAs, by definition, run counter to
member countries are given preftHewdevald, trkeat mer
WTO allows member countries totform rageesnalher 3
position is that regional tr'admubgrbkbemenal tonadr
system by allowing groups of countries to negot:i
was possible at the thane andemmitthtee WT®On Thgi WTOI
that examines regional groups and as?sesses whet't

WTO members are permitted to eMRamagmampmhsRTAst anl
of GATT Articld XBOBHBYWORGELQI RQ WKH ,QWHUSUHWDWL
WKH *$77 provide for the formation -tarnadd eo pacrreaasi on
covering trade in goods. Article V of the Genera
govetrhnes conclusion of RTAs in the area of trade

devel oping countries. Three of the key elements
an RTA must provide detailed nothfi agrieemeaf t he
appl fseusbsttoadtraldétybat Wween partner countries; and
raise baracdwmtsr¥t ot rtahd e .d

Anot her set of -craulFeasd brleifn8gt hCeltadudsel e De 0i si on on Di
anMore Favorable Treatment, Reciprocity and Full
These rules apply to preferential trade arranger
country members and allows developangemoenhns$ries
without the condit®i ons under Article XXIV.

For -rneocni procal preferential -Ctarraidbeb eaarnr aBnagsei nme nEtcso,n o
Recovery Act, members must seek a waiver from WI
of tfhoruevef h WT O me mber s .

Economic Effects of Trade Int

Supporters of trade integration in the Americas
economic and political interests 1in several ways
integgsabewaficial for U.S. economic prosperity a
regimes and support U.S. wvalues and security 1int
countries in the region 1s seen bgr someuas &uambka
the enviroamamngt ecfdfdramt.i U. S. opponents to regio.

11 For more information on the WTO, regional trade agreements, and U.S. trade policy, seegdRRR31356Free
Trade Agreements: Impact on U.S. Trade and Implications for U.S. Trade Rgii¢yij/liam H. Cooper.

12 See World Trade Organizatiofi)nderstanding the WTO: Cre€utting and New Issues, Regionalism: Friends or
Rivals? http://lwww.wto.org

13 For more information on the specific sets of rules for regional trade agreements among WTO menmRegspsak
Trade Agreements: Rules the WTO websitattp://www.wto.org

14 See Schott, Jeffrey More Free Trade AreasMstitute for International Economics, Policy Analyses in
International Economics 27, May 1989.

15 For more detailed information on the Enabling Clause rules, see Wifférential and More Favourable Treatmie
Reciprocity and Fuller Participation of Developing Countr@sthe WTO websitattp://www.wto.org

Congressional Research Service 6
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c cerned that hemispheric free trade would 1 eac
argue that trade agfSecemompanwewl ¢ hi dwaugletg ipm old u c |
countries with weak labor and environmental star
Economists are in general agreement that RTAs <ca
are also associated costms.filn agdendeomralan telceoy osmeye -
they provide trade creation over trade diversior
a good, production may shift from domestic prodt
in substimpotrtteg &wod for the domestic good. Thi s
Trade creation provides economic benefits as c¢on
services available at Il ower costs. T,raudseuaclrleyat i o
in the form of domestic job losses as productior
The drawback to RTAs is that they may result 1in
inclusive of all regional tradingyphotmeran RKTAd
and then shifts the purchase of goods or service
partner to a country that is an RTA partner. For
item from Asia prior ptua cHNAKEA tahnids tihteenm bfergoaitm Meox
was enforced, solely as a result of the trade ag
1 o weeors t producer, then NAFTA would be associated
be the prodmyceamrotofbetchhaits ei tida produced the good m
receiving preferential access to the U.S. market
The effects of trade creation versus trade diver
depends on the matket nstwhichuma ®RiAtde rcom tdeyrnvaemmiecs a
effects of the RIAAne rA craenp olxetv eblyo ptnheen tI nBtaentk ( I ADB
studies haveadeuadetahnon greatilny mnosmti nmd gisortalade
integnrmnatti amramge ment s . The study indicates that
to gain, particularly Mexico. In the case of Mer
and Uruguay have the po%ential of increasing the
While an ni lRil[rAsa sdroughout the Western Hemispher:«
result in complex networks of preferential trade
overlapping trade agreements, cachewitk .i S® me wn
economists believe that these arrangements may r|
t he m“wiemakaer position than uiitdervetlhoep i mugl tcioluantt erri aels
have difficulties 1 n tn aavcicgoantpianngy tRhTeAsma zaen do ft hreuyl e
to fully benefit from the new trade rules. Anoth
RTAs may result in a decreasing reliamnfcreeeon nonr
t reat me neta nt hcaotu nAnrdi es receive from the U.S. ATPD
RTAs, the replacement of preferential trade arra
countries with <c¢chall enrgeecsi parso ctahle yt rtardaeh sptirteafdemr efnrcc
l1iber aiTihzeastei odni.s advantages have the possibility

16Beyond Borders. 41.
17 Crawford and Fiorentino.
18 pid.
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U.

S. Trade Policy in Latin Am
Caribbean

Since the passage of NAFTA, the United States, C
liberaml ithatomgh bilateral, regional, and multila-
multilateral talks for an FTAA but have also for
their overall trade integratthaotn hdbyecpgrnocdwc e dMatnry
agreements have been completed relatively quickl
than multilateral trade negotiations. One of 't he
regional basimentssthan abksevaegmereec-thrbdfal izati
barriers as opposed to the multilateral approact
limited number of goods

NAFTA has served as a precedentedf oSrt aottehse rhals. S. t
advanced its trade policy agenda in the Western
with Chil e, Central America and the Dominican Re
(see Tabl eCh3i)l.e THhTeA UnaSs.0 33 gard ¢ mt dueméd 2nt o for c
2004. DRFWAs signed into U.S. law on August 2, 2
in January 2006. In May 2004, the United States
Ecuador, and BMnldiawni £f rere tthadd. S.greement. Those
are expected to be concluded by the end of 2005.
negotiations wi tPha nPaamma nfiar eoen ttrhaed eU.aSg.r e e ment and
not beemn.conclude

Role of Trade Promotion Authority
Trade promotion authority (TPA) 1s an arrangemen
branches that recognizes the distinct constitut:i
trade negotiadtiicyns Bynd itrtaicke ofothe constitution
affairs, the President has authority to negotiat
including those agreements dealing witthtitomde ar
gives Congress the primary power over trade poli
whet her or not to approve statutory changes that
President ¥Has negotiated.

The basic provdstiomlsi osfe d PAn wBhE-6T)®3afdeer Ax t1 iorfii t1 &
period of time. Those provisions have been r1ene:}y
Act ofUnd®G2 TPA, Congress provides that, 1f a tr:
deadline, it will consider legislation to 1impler
procedures that prohibit amendments, ohimit debat
Under the 2002 Act as amended, Congress approved
July 1, 2005, but al-yeamppxbdpbenansdien efit T hAtti@ ¢ ovx
agreements entered into beforasdJwded Ith2 0&Zgr N
such asAndhead .-BBhoeatda SFTAs woul dodewriveta {nmely
Congress as long as certain requirements, such a
TPA, bills would be sbastiderpdouoadaeresoamdl]l wbebkd

19 For more information on Trade Promotion Authority (TP$9e CRS Report RS2210&ade Promotion Authority:
Possible Vote on Twdear Extensiorhy Lenore Sek.

Congressional Research Service 8



Trade Integration in the Americas

TPA expires in June 2007 and renewal of the trad
under megotiation by the United States must be c
t he e x poecdeidtuerde sprunder TPA.

North American Free Trade Agreement (]I

NAFTA, signed by President George H. W Bush on T

January 1994. It is the largest preferential tr a
el i mimmnitfefds tand other trade and investment barri
States wihhperpbhdsef -1h peaiod TWhd lpkkade in 2008.
countries form the largest market limon hpe dMehk ¢ er n
and with a gross domestic product (GDP) of §$13. 4
t ot al over one trillion dollars, or 15.4% of t he
23% of the world total

The goalAF ToAf atrlee t el i minate-btoradde moveimemg, offa
goods and services among the countries, promote
investment opportunities, and pr oveicdteuaelf fecti ve
property rights. NAFTA is supplemented by two ad
labor standards. The trade liberalization progra
earlier. Over 90 percfm®Beof goods are currently
Total U.S. trade with NAFTA partners increased s
volume with NAFTA partners increased from $293 b
Canada and Mexico accounted fom 20%B4qgf utpotfalo mU. S
$292.7 billion or 28% of U.S. total trade in 196
also grown, rising from $12 billion (9% of the t
total) Over the ofstU. $hreeceadgeawist ht NAFFEAapartnne
rest of the world, has fallen. In 2001, Canada o
In 2004, this percentage fell to 31%. Canada anc
U. Saderdeficit since 2001, down from 2% % of the
Mexico and Canada have increased as a site for I
their share of total USDI*Behtawsdda ldmrech 23003 htUS$DIs
in Canada and Mexico increased from $84 billion
total) In Canada, USDI A went from $70.4 billion
total), while in Mex(to8Wtofwenotdrpmt 81562 billi
during the same time period. Canada was the secoc
the United Kingdom, which ranked fi%®st), while ]

20 Beyond Bordersp. 29.
21Based on trade data from the U.S. International Trade Commission.

22U.S. Direct Investment Abroad (ISDIA) is the book valfi®/dS. direct investorsequity in, and net outstanding
loans to, their foreign affiliates.

23 Based on data from the U.S. Bureau of Economic Analgsissey of Current Busineskjly 2004.

Congressional Research Service 9



Trade Integration in the Americas

Table 3. United States -Trade Agreements

Agreement Status

Multilateral Agreements

GATT Contracting Party January 1, 1948
WTO Member- January 1, 1995
FTAA Negotiations began in 1994 but are currently stalled

Free Trade Agreements in the Western Hemisphere

NAFTA Entry into force- 1994

United States Entry into force- 2004

Chile

CAFTADR Date of signature August 5, 2004. Expected to enter into force in January 2006

U.S-Andean Negotiations began in May 2004, but have not been concluded with Colombia and Ecu

FTA Negotiations with Peru were concluded in December 2005 but it is not known whether 1
agreements would be considered separately or as part of aAh@ean FTA.

U.S-Panama Negotiations began in April 2004 but have not been concluded

FTA

Other Agreements

United States Entry into force- 1985
Israel FTA

United States Entry into force- 2001
Jordan FTA

United States Entry into force- 2004
Singapore FTA

United States Agreement signed September 14, 2004, legislation signed into U.S. law January 11, 2(
Bahrain FTA

United States Signed, not yet in force
Morocco FTA

United States Date of signature May 18, 2004, not yet in force
Australia FTA

Sources: Organization of American States (OAS), Foreign Trade Information System (SICERrm&can
Development BankBeyond Borders,26.

a. CAFTADR has been ratified by Dominican Republic, El Salvador, Honduras, Guatemala, and United States.
Costa Ria has not yet ratified the agreement.

U.&£&hile FTA

On June 6, 2003, t he Uni t-@hdi ISet aR A iann dMiCGahmil,e Fsliog
September 3, 2003, President PGelLo+ gle0a8W.d Btithssh s i gn
agreement entered into force on January 1, 2004.
with a South American ¢ oeudn,t rtyh earned ,wearte tehxep etcitmaet ii
would prove to be a step® forward in completing t

24 For more information, see CRS Report RL31IA4e U.S.Chile Free Trade Agreement: Economic and Trade
Policy Issuesby J.F. Hornbeck.
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The United 'Sthargeosmn€ihiwydléea ading partner, accour
exports and 15% of impbimebgdIn ctoadingtpalChndes
trade When the agreement entered into force 1in
and industrial -preoduvicmme bdiectaenley, duwiyt h t he e main
over time. Witthe na groeuer meyreta,r sa bodfut 75% of U. S. fa
Chil ef rdeuet.y The agreement also increased market a
range of services. For Chile, 95frod statexpaoand
onl Yo of2 its product syefaerl-bpuhiarsspecer t bd. 1l bngaeddi d2o0on
access provisions, the agreement includes envirc
government procurement rules, 1ntcercdasad oac dUe sSs. f
investment and intellect saolmnperrocpee rcthya,p taenrd cr e at i

Central -Doomirnicaan Republic Free Trade

On August 5, 2004, the United States, Costa Rica
and o6meniDcan Republ i-BR.s ilghnee da g rheee eAnFtT Ahas been r
countries and had a target 1implementation date c
Dominican Republic, E 1 Salvador, Ni caraygsu a, Ho n ¢
in writing’stkhkemamgtenemént into their national | aws
early 2006. Costa Rica has not ratified the agre
presidential elec®ions on February 5, 2006.

CAFTAR igiennét agreement wWihd sdhepactief ebhbjgse

commi t’mheuntt swi t h each country defining 1its

O wn ma

replaces U.S. preferential trade t reecaant nBeansti ne xt e r
Economic Recovery Act (CBERA), the Caribbean Bas
Generalized System of Preferences (GSP). It 11be
procurement, intellectual epr dmerotry,a nadn ce nivn weosntmme
Most commercial andrfeaear mt@adads iantmeadiimtddtyy Re ma:
tariffs phased out 1incremefnrteae [tyr eoavteme nfti vwei ltlo U e
longest for thecmbstraskbnpid®dRvetpegi ThesCAkBTAs for
transitional safeguards, tar?®ff rate quotas, anoc
The Dominican Republic and Central America partn
population of 4GDPmiolfl i$8n abnd la otnat aElx ports fr om
account fo less than one percent of the world t
elected presidents for some time, and several of
transitions. For each of the countries the Unite
major source of investment and foreign assistanc

Caribbean Basin Initiative ( CBli)c danneds .assistance

CAFTAR is not expected to have a large effect on

impose adjustment costs on s ome

sector s.
of a policy to -seappontabimphldead potraical

2

25 Brevetti, Rosella;Despite Long Battle, CAFTAR Countries Miss Target Implementation Date of 2006,
International Trade Reportefhe Bureau of National Affairs, January 19, 2006.

26 For more information, see CRS Report RL318Me Dominican Republi€entral AmericalUnited States Free
Trade Agreement (CAFTBR), by J.F. Hornbeck.

27 For more information on CAFT/®R countries, See CRS Report RL32322ntral America and the Dominican
Republic in the Context of the Free Trade Agreement (CABRAwith the United Statespordinated by K. Larry
Storrs.
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Trade Integration in the Americas

devel opment in an area of strategic 1mportance t
were seeking improved trade adjustment and capac
countries and tihce. DIohmei yn iaclasno Raerpguubeld t hat t hese ¢
labor laws and that th®Rlabedegdrevisenghhennnghe

U. \ndean FTA

On Ma-¥9,182004, the Untirtaedde Snteagtoetsi abteigoanns fwieteh Col
Ecuaderfidht round of negotiations was held with
e
L

Bolivia participating as an observer) in Cartag
negotiations (thirteenth round) i nngwhoinc,ch In.1Ad. ,c o0
in November 2005. This round was expected to be
agreement Prior to the November talks, Presider
Col ombi a, and Al fredo Pal aucsiho ao fl eFtctueard oirn hQacdt osbeer
ur ging t he“Wnibtee dnoStea tfel se ¥%Chll e0 mbn an egalt iEatuiaadms . s
out of the mnegotiationts abcecceaputs et hteh elUy. Ss.a ipdo stihteiyo nc
protections and a@grnideul tt wr eno vwh ifloda wRardu ad one 1in
United® States.

On December 7, 2005, the United States and Peru
completed a bilateral free trade agreement. On J
Congoé€sstshe Uhintteedn tSitoant eeso sign a free trade agre
Ecuador are continuing trade negotiations with t
are scheduled to3lt,ak20@®pd,acwehillitantaalykl édwitteld Eouadcd
sometime in February 2006. Negotiators from Colc
conclude the talks in their next set of meetings
United States, 1t Id poacrhewrt whBetheah o hEArmmoa U.
whet her-Pthe BTA8. would be considered as a separat
A UASdean free trade agreemeamtriwdulbdrealiiemisnatoe tt
the countries, buitf ftihceurlet hiasvseu ebse einn stohnee nde got i at
countriesteowamtcammhonment that t-heyewidlthe WBbSe
mar ket , since their current trade preferences ¢ x

I PR) protection and agriculture have been the m
negotiators have stated that progress in the 1PI

The Andean gover ment s want to ensurermemtes s

n to
trade preferences will terminate at the end of

e a

i

2
investment and see an FTA with the United States
environment and n 'Heo ave & ed ¢ ir ¢ hlgmoododt g sodpspeomsti .t i o n
an FTA within the Andean countries. The talks ha
Ecuador, and Peru. Opponents argue that any econ
FTA will ©be 1 eallli zseedg heyn to ndfy tahe mconomy, worsen
classes. They also argue that a large part of th
especially vulnerable and cannot compete against
St awksc¢ch some Andean officials assert are heavil

28 |hid.
2% Drajem, Mark,“U.S. and Andean Nations Fail to Reach Free Trade Dlalpmberg.comNovember 23, 2005.
30 See CRS Report RL3207AndeanU.S. FreeTrade Negotiationdyy M. Angeles Villarreal.
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Presently, Andean countries have preferential tr
that access 1is scheduled to expire at the end of
AndeamdeTrPreference RAch.-1(INTPAnatcittelde olnl Defc e mber

ATPA authorized thdrRregsgirdantmeind goamterdwawtp pr od
Andean countries that met domestic content and c
economic growth in the Andean region and to encoa
drugs by supporting legitimanal lex omnwtmh ccr iazcetd vfidri
and lapsed on December 4, 2001 .

After ATPA had lapsed for Mmodt-hi(J 7twhes ATnPalDcEtAe d To 1
August AT,PIREOA) 2reaut horized the ATPA preference pt
preferences to include additional products that
aut horized the Hrresi deamctattme ngr amt Ud St.y i mports o
the articles met domestic content rules. The ATPI
from the four c¢cedaumrter ibeesn eifn tX0 udn.dePDutAf PDEA end o1
is possible that the tradengptrefercacewe dwi thAn ADA
United St atiens tvhoousled plroecfke r e faese amwmd aadadnkintti.onal d
U. #anama FTA

On November 16, 2003, President George W Bush f
negotiate an FgAtwathoBRsnbm@anNen April 2004, wi
negotiations held thus far. The last round was h
United StawwadonfofX TA, s ayoddlR gbeac aluisnek otfo tChAeF ThAi s t
strategifc tlhianlaedani an rel’'atliomisthed.i Paaagmati on W
Central American economies also3®bolstered the ca
The United St amest ismPamt@anmt trading partner, ac
of aPm@an exports and 3 4P% noafmai tnse ricnhpaonrdtiss.e UW.rSa.de i s
Uu. S. exports to Panama totaled $1.8 billion and
U.S. trade surplus of'%sl.an bddflomtnUmPrakn'gfnad ¢ amkd
for U. S. imports.

SupporterPLamfamahd TA. Believe that it would suppor
interests of the United States sndne¢hadsisglgxpenrp
economy. TUmostee di iSttaltees who oppose the FTA have 1
environmental standards in Panama. In Panama, pr
agreement over Yarious policy issues.

Uu. S and Panamanian negbRifat omeswdhnk et amsaedvamhee Ca
The negotiation process moved fairly fast in the
made since February 2005. There is a possibilidt.y
President Bwsnla wvmns Noed mBPar 7, 2005 and met with
Torrijos The two leaders held a joint news conf
free trade agreement but acknowledg¥® the politic

31 See CRS Report RL32540he Proposed U.S2anama Free Trade Agreemeby, J.F. Hornbeck.
32 bid.

33 Bumiller, Elisabethi‘Bush, Meeting PanarimLeader, Endorses Widening of the Cah&heNew York Times,
November 8, 2005.
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Free Trade Ar

ea of the Americas (FTAA)

The 1994 vision of hemispheric free trade has be
promoted by the formal negotiations in the FTAA
free trade agreoathadntha.veAB 4F TneAnber s and nearly 8
population would be nearly twice the population
were launched in April 1998 and, after seven Yyea
agreempasshdsand negotiators have failed to conc
di fferences due to agriculture

Under the Declaration of Miami from the first St
committed to make concrete pmadgrompltedwamae godn i B
later than 2005. The Declaration called for buil
agreements to broaden and deepen integration. Tk
negotiating gr ouptar iwt fitcehmidfofivebraerdr iaelrl itshseue area
leaders at the Miami Summit. The overall process
( TNC),haciored by the United States and Brazil for
UndeGetmka al Principles and Objectives for the n
provide transparency during the negotiations anc
WTO rules and disciplines whereveerd ptohsasti btlhee a nd
negotiations would be a single undertaking in ¢t}
would have to accept all parts of 1PTHdye. cannc
also agreed that only rdteincoicpraatcei eisn waonu | AT AbA aanbdl et
preliminary negotiated texts.

At the November 2003 FTAA ministerial meeting 1n
compromise on the scope and ambition of an FTAA.
Brazhé, compr omi s e -twioeurl dF TcArAe astter uac ttuwoe by January
would be comprised of a common set of rights anc
all 34 FTAA countries. The sweciohat ¢i el awpnd dmemwm
which countries would voluntarily undertake to a
liberalization in the nine groups. Although no n
because countries a@dulodst avkea ham warey iFTAAoBL rgct
di fferent notsomgfreconmpdomchbdagt hat had initiall
The 2003 Miami declaration also instructed the ¢
of obl.i ghhotwiecovnesr, t he United States and Brazil we
be obligatory for all participants’s amals itthieod TAA
called for all industrial and agsiemd tamndlpgeosds
for elimination of export subsidies and action ¢
The United States agreed to the elimination of ¢
agriculture. The Uavtedofs$atesbwaditscuhesd pn th
According to a recent report analyzing the possi
have prthédwodd yabracketed™® @®nefposexti vendelbel obee:

34 See CRS Report RS20864¢ee Trade Area
Hornbeck.

35 See FTAA websitehttp://www.ftaaalca.org

of the Americas: Major Policy Issues and Status of Negotidtjohs..

36 Schott, Jeffrey J., Senior Fellow, Institute for International Econoibiass the FTAA have a Futurd@pvember

2005, p. 4.
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nt Sumhlmet dofnt NevAmberc2005 in Mar
ch a consensus on the FTAA. One gr o

r e
a
g countries, were 1in support of revi
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fivel cdumg rBrazil, Argentina, and V
sagreements mostly concern agricult
todp Bfazdailgn policy aide, Mmeebi Agrelio
i §r incehc ecsosuanrtyr ifeosr t o reduce agbedwvkeural

about any 3¥Thwemeh idatads of alr stalga eteanleknst . o n
me n-wi @@ icwonotchretonyt usatla pdards, which would
ce of wunautshogroivzeerdn meendti cbienleise.v eBr atzhialt t h
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nal Integriant itome IAmetriiactais

Countries in the Western Hemisphere have been fo
when the Central American Common Mar ket was forn
regional trade agreements asciaalt odoelv etloo phneelnpt pbruotr
a way of gaining leverage in the negotiations of
general, Latin American countries have economic
agreements alone atepoversyuyfdndiehe tar goembaocia
poverty.

Me xi co

Since the early 1990s, Mexico has had a growing

s among the most open wuinn gt hfer eweo rtirda.d eMe x i1

agrements with other countries as a way to bring
its economic dependence on the Unist endosSttates. Th
significant trading partsneerxp Atpipe oHa mtaed ¢ 1 St D10 &os o
about 60%sofmMexrisocome fromst seclOmidtddarFteastte s .r
partner is Canada, which ac ¢ouvemxtpsorftos®lampdp n onxpiomatt
effort to increase etxiacdoe hwaist hn eog ochteira tceodu nat rtioctsa, 1 N
invol ving over 40 countries (see Table 4). These
with most countries in the Western Hemisphere 1in
Bol i vsitaa, RCioc a , Nicaragua, Uruguay, Col ombi a, Ve n
Honduras. Mexico has also been an active partici
Mexico has also negotiated free trade agreement s
200, entered into agreements with Israel and the
American country to have preferred access to the
371bid, pp. 45.

38 EFE News ServicéBrazil criticizes Mexicos Stance on Regional Trade Pabtpvember 8, 2005.

39 Washington Bleess Information, IncéIntellectual Property Remains a Problem for Proposed FTAayember
8, 2005.

40 Based on statistics from the International Monetary FDirgiction of Trade Statistic2005.
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agreement with the European FrlLde chrtade tAsisno c iNaotri
and Switzerland. The Mexican government expanded
negotiations with Singapore, Korea, and Japan. I
Partnership Agreemerthtenslitvewa s atdlee afgirresstmead mpgrh a t
couThyg. large number of trade agreements has not
Me xiscodependence on trade with the United States

Canada

Canada has been active bntthesFHTAA pagoeotwiceadt bngdg ap
agreements to the degree ofs Meoxmiomamtdmgt ta aldn intge c
the United States and most of its trade policy f
United St aatse sa.c hCiaenvaedda chons i derable economic 1inte

since NA
It 1S al

number of sectors and considered options to furt
attack of Septemberr alnlgi ntg edeb ahtaes abimei edim smh idya dweiv te b
the Unite States and the question of whether de
beneficia t o t*Cea nGhadnaa dhiaasn eenctoenroendy .i nt o t hree bi
F
s

d
1
TA. These 1incl udChialger e(elme9dn7t)s, wvaintdh Clossrtaae
o considering trade agreements with Sir

Table 4. Mexico sTrade Integration Agreements

Agreement Status

Multilateral Agreements

GATT Contracting Party August 24,1986
WTO Member- January 1, 1995
FTAA Negotiations began in 1994 but are currently stalled

Regional Scope Agreements

ALADI Member- August 12, 1980
Free Trade Agreements in the Western Hemisphere
NAFTA Entry into force- 1994
Mexico-Bolivia Entry into force- 1995
Group of Three Entry into force- 1995
(Mexico-ColombiaVenezuela)
Mexico-Costa Rica Entry into force- 1995
Mexico-Nicaragua Entry into force- 1998
Mexico-Chile Entry into force- 1999
Mexico-Northern Triangle of CentralAmerica Entry into force- 2001
MexicoUruguay Entry into force- 2003
Mexico-Argentina Under consideration
MexicoPeru Under consideration

41 The Asahi ShimbuftJapan: Free Trade with Mexi¢dylarch 12, 2004.

42 See CRS Report RL33080@nited StatesCanada Trade and Economic Relationship: Prospects and Challemges
lan F. Fergusson.
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Agreement Status

Mexico-Ecuador Under consideration

Mexico Trinidad and Tobago Under consideration

Partial Scope Agreements
Mexico-ColombiaVenezuela
MexicoMercosur (2)
Mexico-Brazil
MexicoPanama Entry into force: 1986

MexicoUruguay Entry into force: 2001

Other Agreements

MexicoEU Entry into force- 2000
MexicoEFTA Entry into force- 2001
Mexicolsrael Entry into force- 2000

MexicoJapan Entry into force- 2005

MexicoSingapore Under consideration

Date of signature: 2004
Date of signatures: 2002
Date of signature: 2002

Sources: Organization of American States (OAS), Foreign Trade Information System (SICEArm&can

Development BankBeyond Bordeps,26.

Sout hern Common Market (Mercoswur)
Mercosur was created in March 1991 bythMaegentina,
signing of the Treaty of Asuncioén. The goals of
mar ket with free movement of goods, services, ar
common external tariff and ao fc onmncorno etcroandoemipco 1 aincdy
sectoral policies; and legislative harmonizatior
Mercosur 1s the largest preferential trade grourg
domestic product of § 77 8L abtiilnk iAGiBR (firceapde asepopmng ad
227 mill®PUnSinePpO6dts to Mercosur totaled $18.2
totaled $25.5 billion. The United States had a t
an incrred/lsedidflifon over the $4.6 billion deficit
had a trade surplus with these countries. The st
$2.9 billion in 2001 The U. Salddrepprorvmat mbuwt
billion 1in 2004, down from $55.4 billion in 200C¢C
Mercosur countries.

Mercosur countries have progressively lifted tre
1991, buthaweathaammurei ¢ros in some sectors. In 1994,
and updated by the Treaty of Ouro Preto. The 1909
structure of Mercosur and initiated asneaw phase
they furthered their goal of realizing a c¢common
and Venezuela have associate member status 1in Me
Mercesmaj or trade mnegotidtiidensodyand smay aadleo asud e«

43 Figures are based on data from the Economist Intelligence Unit.

Congressional Research Service

17



Trade Integration in the Americas

Mercosur countries began the transition to a cort
internal free trade by 2000 and a common market
economic difficaduntersi dsn. tThlee mdmb2rcrisis 1in whi
serious economic downturn in its independent hi s
Mercosur has a common external tariff (CET) orga
0Oto 20 percent with an average level of 13.5 per

some exceptions with special customs regimes aprt
Member countries have approved acdoemmon sreer gviiccreasl, 7
safeguadudmsp i nagntaind dispute settlement, but these
The executive body of Mercosur, the Common Marke
program focused on thet laddd s wdr tiher s.emaining
Throughout much of the 1990s, Mercosur was the
Western Hemisphere in terms of trade growth amon
he decade when Brazil wlast hfea cdeedv awliutaht Wald @fOi onfa ntchi es
n 1999. The economic situation affected Argent: i
inancial c¢risis that ended the presidency of Fe
f both ¢ ounntormeenst ucna utsoewda rtdhse deeper integration
uestioned whether trade liberalization was part
urther liberalization is®feasible or beneficial

recent years ,hahea chbsar wonkitmg eon several tra
e Andean Community of Nations (CAN) signed a s

economic union similar to the European Union

TR Z TZH%0E 0 4A® T~ o 0
o o055 0 S o B BB

mmunidtyi ofs Nof this report). Mercosur has also
e 1 9MeSr EdUs ur I nterregional Framework Cooperat.i
negotiations for an interregiommalofhgtreadentn
ods and services, 1in conformity with WTO rules
rengthening of political dialogue. In June 19¢
e latest round of ne,goetcioman o mincs, taon & ttrreandget hteine st
rcosur and the EU took place in October 2004 e
fore théeé® end of 2005
ercosur countries held preliminary talks with
n asmoembetrteof the trade bloc. Associate members
heir products but ar é ncootmnroenq ueixtteedr ntaol atdaorpitf fMe.r

Andean Community of Nations ( CAN)

The CAN is oner ecogi aarhael otdhdeewlptd msigasbp i exr e . It was or
in 1969 as the Andean Pact (later called the And
Nations). The Andean Community presently consist

44 Inter-American Development Bank (IDBconomé and Social Progress in Latin Americ&eyond Borders: The
New Regionalism in Latin America2002 Report, p. 29.

45 Estevadeordal, Antoni, Dani Rodrik, Alan M. Taylor, and Andres Veldategrating the Americas: FTAA and
Beyond;‘The Political Economypf Economic Integration in the America2004, pp. 43a131.

46 For more information see Mercosur in the external relations section of the European Conmenigsisite
http://feuropa.eu.intbmmiradeissuedbilateralfegionsmercosur/

index_en.htm

47 «Mexico, Mercosur Hold Initial Talks on Negotiating Free Trade Ddaternational Trade Reportel/olume 22,
Number 22, June 2, 2005.
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Venezuel a. The nGa rctracgaetnian gAgtrheee den d e an Pact was s
Col ombi a, Ecuador, and Peru in May 1969. Venezue
withdrew in October 1976.

In 2004, Andean Community countries hado#f combin
121 million. Exports from these countries totale
imports totaled $52 billion or 0.6% of the worlc
exports 1is Venezuel a, wiotuhn tSr3y6 wbiitlhl itohne ihni gehxepsotr t
imports 1is Colombia with §17 billion in imports.
is bhoratrade. The United States 1is the principe
approximately 50 pwhridentt hoef EQWAN se spocrotnsd,. U. S. i
totaled $40 billion, while U. S. exports totaled
$27 billion with the* Andean Community in 2004.
The Cartagena Agreementowemitheniagtatl ontamohngyv
with a broader vision towards forming a common v
in the 1970s but then revivedconnthygy 1P8066strdHHe
1993 (Bol i viuaa,d 0Go,1 oanmbdi aVe nEEczuel a) and agreed on
common external tariff. In 1996, the presidents
group into a common mar ket and created the Andea
Gr ouiporprt o that) based on a new institutional st
reincorporate Peru into the free trade area (Per
creating a common mar ket by t haepietnad ,o fa n2d0 Ol 5a bionr v
move freely. The leaders alepon sommoede txthermaelkota
expected to be in“®pPbhceibglthadendonbm2606083ectbacdk
formation of a more integrated Andean union.

The trade in goods between Bolivia, Col ombi a, E c
which means that goods originating in any one o°f
ot herfSr elart yAs a result, thesarfaut haouiRermesd shde
part of through a liberalization program. The &ef
integration and implementing measures for prever
compe®ition

The An

eamt Yommuamonsidered o of the most inst:i

d ne

among developing countries. I'ts institutional st
Community. The institutions 1incl uder eagufloarrnlayl, Aan d
Court of Justice with supranational powers, and
all the Andean ®integration agencies.

The Andean Community is pursuing trade integrat:H
ment i oneod,wiatnhd tahles E U. Free trade talks between
to start in 2006, but that is no longer a certai
of the European Parliament said a lack mAyagreer
derail the start of talcks One of the major prot

48 Andean trade data are based on data from the Economist Intelligence Unit (EItAnde@n trade data are based
on data from the United States International Trade Commission (USITC) atatmde.

49 Beyond Bordersp. 28.
50 See Andean Community websh#p://www.comunidadandina.arg
51 CRS Report 9641, Western Hemisphere Trade DevelopmemntsRaymond Ahearn.
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a
i

greement on how to 1implemens &4acgmmodater fbdf s
mplementing a common eX¥ternal tariff has not b

t
€

Centr alc adMmeGoimmon Mar ket (CACM)

The Central American Common Market (CACM) was e¢s
Ri ca, E1l Salvador, Guatemal a, Honduras, and Nic a
on Central American EcoamomdedImocghatiowone giCotitan
July 1962. The 1960 treaty envisioned the creat:i
effect after the treaty came into force. Althoug
decade, poliitci ccahla lalnedn geecso nionrm t he region prevente
the common market that was earlier envisioned.
Guatemala Protocol which providedconmenwcfoundati
integrat icoonu.n tMeimebse thoped to 1implement a customs
process has been delayed DR, wellisWunketrhaini gvhk
when the Central American region wididleogalt ablish
t rade -firse et,a rbiuftf s ome exceptions remain including
have agreteident ocammomrexternal tariff schedule. A
tariff schedule ®has been implemented.
Caribbean Commu@Mty ( CARI

Members of the Caribbean Community include Antig
Belize, Dominica, Grenada, Guyana, Haiti, Jamaic
St . Vincent and the Grenadines, DSmiranmnaane, Rampudb II'r
has observer status.

In 1989 CARI COM members agreed to create a CARI

(CSME) that would entail removing obstacles to t
movement of skillesedrpetsoms; omndiarpg ttalHe moe e me nt
external tariff (CET) and common trade policy; a
economic policy. The founding treaty has nine mo
singlketmarThese include the Institutional Fr amew
of Services and Movement of Capital (Protocol 1I
(Protocol T1V), Agricultural Podli ¢cWI )(,Pritsoacdv a nVt) a
Countries, Regions and Sectors (Protocol VII), (
Settlement (Protocol 1IX). Some of the protocols
applied provisionalileys .b yP rsootmpec onhesmbtehra tc ohuanvter e nt e
I1T, 1V* and VII.

CARICOM has moved ahead with its regiogndnahtegr
trade is virtuwually free. All tarihdbmghndomest tr
exceptions do remain. Efforts have been made to
corresponding legislation has not been fully 1 mg
governing common standardsaifigr at Cadd bibre agmo R g, oa
Organization for Standards and Quality (CROSQ).

52 «Prospects for Holding Free date Talks in 2006 between EU, Andean Nations Darkaternational Trade
ReporterVolume 22 Number 25, June 23, 2005

53 Beyond Bordersp. 28.

54 1bid.
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56 Inter-American Development BanRnnual Report 2004;Latin America and the Caribbean in 2004ade and

Integration? July 7, 2005. Sekttp://www.iadb.org
57 See CRS Report RL32160aribbean Region: Issues in U.S. RelatidngMark P. Sullivan.
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59 Raul Pierri“Mercosur and Andean Community Sign Free Trade PBigterals Org, October 19, 2004.

50 bid.

61 atin American Weekly RepodChavez Comes Close to Derailing South Aicem Communitys First Summit’
October 5, 2005.

62 Crawford and Fiorentino, p. 15.

Congressional Research Service

22



Trade Integration in the Americas

the United States One of the reasons given 1s t
States from its leadership role in enetgizing th
the bilateral agreements are doing little to 1 es
agriculture, or strengthening the trPade relatior
Completion of an FTAA

Al'l the countHemssphlethgeg Weshethe exception of (
participants in the establishment of an FTAA. I n
FTAA countries met in Mexico. Caribbean trade of
administr aptriivoer mnheoe ttihneg November 2005 Summit of t
FTAA negotiations. They suggested that negotiato
that are holding back the taftrkosa dd it prwosutladc t t he
guide negotiators towar @Hewewac) ushenrectehnhheSnmeg
Americas, held in Mar del Pl ata, Ar gentina, wa s
majority of the 34 pappdrcti paft itnlge ctomlnlt s,i ewhiwlea ef
including Brazil, Ar gentina, and Venezuel a, wer e
to disagreements over agriculture and intellecta
Some observers are -tpmspasmdisbiilci abpowfi ntdset mretairng
many analysts who believe that pursuing multilat
Some have expressed hope that progress on agrictu
Summi t Amértbhes could help move the negotiations
Government Accountability Office (GAO), there ar
progress in the FTAA negotiations: lgs¥ThenUnited
resolving basic differences on key mnegotiation i
energy and engagement from the FTAA to bilateral
3) two mechanisms intendedttogfacilce-tate pmndgthks
chairmanship by the U.S®ThadGBOagiltbdyhfioendaihet
from many mnations and regional groups 1in the Wes
commitment to estatbliiassh®dfAAa mutually benefi

If the FTAA talks move forward and an agreement
trade and investment opportunities for the 34 pe
FTAA would support the acSess nttermartketns gian nS eyt
United States might also benefit in that an FTA/
that have occurred in Latin America and could he
such as domg improdiwmgienvironmental and |l abor ¢
refor ms, and r e®Imf otrecrimmsg odfe morcardaec,y .t he U. S. posi
would be significant 1if 1t achievesomplaidsehdd ber a
under the WTO, especially in the areas of 1ibera

63 Masi, Fernando and Carol Wis#egotiating the FTAA Between the Main Play&mslercosur and the Creation of
the Free Trade Area of the America¥yoodrow Wilson International Center for Scholars, 2005.

64 Bussey, JanéNegotiators Call for Free Trade Area of the Americas TalMéami Herald, August 24, 2005.

65 United States Government Accountability OffiEeee Trade Area of the Americas: Misdeeadline Prompts
Efforts to Restart Stalled Hemispheric Trade Negotiati@?) Report Number GA@5-166, March 2005.

56 1bid.

67 Schott, JeffreyProspects for Free Trade in the Americhsstitute for international Economics, August 2001, p. 109.
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69 Gregg, Diana l.International Trade ReporteflMF Says Control of Inflation Big Plus, But Worries Latin America

Growth Lags; February 9, 2005.
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Regional integration athe WastpdlBtatedb. i ipmecat
impetus for trade liberalization as political as
policymakers could consider. To what extent do t
stabilitwy? iAr e tchhbwypnta useful tool for building a
prosperous region?

Aut hor Information

M. Angeles Villarreal
Specialist in International Trade and Finance

Discl ai mer

This document wagrepared by the Congressional Research Service (CRS). CRS serves as nonpartisan

shared staff to congressional committees and Members of Congress. It operates solely at the behest of and

under the direction of Congress. Information in a CRS Report shotlierrelied upon for purposes other

than public understanding of information that has been provided by CRS to Members of Congress in
connection with CRS’s institutional role. CRS Reports
subject to copyght protection in the United States. Any CRS Report may be reproduced and distributed in

its entirety without permission from CRS. However, as a CRS Report may include copyrighted images or

material from a third party, you may need to obtain the permmissithe copyright holder if you wish to

copy or otherwise use copyrighted material.

Congressional Research Service RL33162 - VERSIOR - UPDATED 25



